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Current Trends 


The high rate of housing starts and new permits issued in May...continuing the 
upward trend of recent months. .. points to a near-record rate of housing activity for 1977. 
Most encouraging to housing experts is the geographic distribution of both the starts and 
permits. The Northeast and North Central sections of the Nation. .. which had been lagging 
far behind the Sun Belt areas of the West and South. . . are showing a new surge of activity. 
In May... while the South and West were generally holding their own. ..compared to the 
recent past. ..starts in the Northeast were up from 188,000 in April to 223,000... and the 
North Central region recorded a seasonally-adjusted annual rate in May of 531,000 
units. .. compared to 480,000 in April. 


Interest rates showed a decline at FNMA’s mid-June auction of 4-month commit- 
ments to purchase both Government-backed and conventionally-financed home mortgages. 
The Association issued $78.1 million in Government-backed commitments at 8.774 percent 

.down from the previous auction rate of 8.788 percent. In the conventional mortgage 
sale... the average yield was 9.128 percent... down from the late-May rate of 9.130 percent. 


The FNMA auction is another instance of the slight easing of the mortgage interest 
rates in recent weeks. .. but money analysts seem to be in agreement that it is a temporary 
phenomenon. Expectations are that the rate will reach a 9 percent level by the end of the 
year... compared to the present 8.75 percent which prevails generally across the country 
(except for California). ..and the 8.5 percent level of a few months ago. In California. . . the 
center of an unusually active housing demand...current mortgage rates are running about 
9.25 percent. . . a full half-point above the national average. 


Garth Marston. ..Chairman of the FHLBB. ..added his voice to the consensus that 
the present high rate of housing activity will remain undiminished for the remainder of 
1977...and that mortgage funds will remain adequate. .. even though an increase in interest 
rates is likely. He also anticipates that housing costs will continue upward. 


* 


Mortgage Participation Buyers Change 


There has been a decided change in the makeup of the purchasers of Mortgage 
Participation Certificates (MPCs)... according to FHLBB Chairman Garth Marston. While 
formerly MPC buyers were overwhelmingly S&Ls...and S&Ls_ still dominate the 
field. . . other capital investors have recently shown a great interest in the Certificates. 


This new interest in the Certificates by other institutional purchasers coincides with 
the significant increase in the volume of MPCs being offered for sale. Already more than $1 
billion has been sold this year. .. compared to $1.5 billion in all of 1976. 


Prior to this year...and for the past 6 years. ..98 percent of MPCs were bought by 
thrift institutions. During the first 3 months of 1977...66 percent (65 percent S&Zs and | 
percent savings banks) were the purchasers... 10 percent were trust bankers...9 percent 
security dealers... and 7 percent buying for portfolios. 





Rehab Program Being Studied 


HUD has begun an intensive review of its Section 312 Rehabilitation Loan Program in 
a major effort to streamline the Program and make it more responsive to local needs. The 
Program... which was established in 1964... permits HUD to make low-interest loans for the 
rehabilitation of residential and business properties. Through June 1976...loans totaling 
more than $350 million have been made. Congress has approved a 2-year extension of the 
Program... with increased funding authority for fiscal 1978. 


Robert C. Embry, Jr., HUD Assistant Secretary for Community Planning and 
Development. .. who is responsible for administering the Program. ..has enlisted a group of 
knowledgeable local public officials to serve on a task force to undertake the review. They 
are: Marvin Goldberg, Director, 3/2 Program, New York City; Charles Noon, Director, 
Neighborhood Development, Baltimore; Fred Lindstrom, Jr., Director of Rehabilitation, 
Department of Urban Renewal, Chicago; Al Mendoza, Loan Officer, Housing Redevelopment 
Agency, Sacramento; and Don Silvey, Manager, Housing Assistance, Portland (Oregon) 
Development Commission. 


HUD is also seeking advice and suggestions from any person with experience in the 
Section 312 Program who wishes to offer ideas for making the Program more effective. 
Recommendations should be submitted by July 15 to: Robert Dodge, HUD Office of CP&D, 
Room 7282, Washington, D.C. 20410. 

Southwest Cities Boom * 

The Johnny-Come-Latelies among American cities. .. those in the Southwest... now 
represent half of the 10 largest municipalities. According to a report just issued by the 
Census Bureau. . . five of the Nation’s largest 10 cities are in that section. ..as San Diego anc 
San Antonio...now numbers 9 and 10...have joined No. 3, Los Angeles. .. and Houston 
and Dallas...number 6 and 8 respectively. The other 5 top cities: New York and 


Chicago...numbers 1 and 2... Philadelphia and Detroit...numbers 5 and 6... and 
Baltimore. .. number 7. 


San Diego and San Antonio have displaced Washington and Cleveland in the 9 and 10 
slots. Other Southwest cities rapidly climbing toward the top: Phoenix. .. which moved from 
21st in 1970 to 15th in 1975... San Jose... from 30th to 21st... and El Paso from 45th to 
33rd. 

The population figures are for central cities only... and do not reflect the metro- 
politan area totals which vary in a number of cases from the central city figures shown in 
this report. Of the top 10 cities. ..7 showed losses during the 5-year period covered by the 
report and 14 of the top 20 lost population. The greatest loss was Detroit’s drop from 
1,514,063 to 1,335,085...almost 12 percent. New York lost 5.2 percent...Chicago 8 
percent. .. and Los Angeles 3 percent. 


A provisional estimate has been made by the Census Bureau, showing the population 
of the major Standard Metropolitan Statistical Areas on July 1, 1975 (which incluc* the 
suburban and adjacent communities). The 10 largest SMSAs: (1970 figures in parenth. ssc ): 
New York 9,635,200 (9,973,716); Chicago 6,982,900 (6,977,611); Los Angeles-Long Bea +t. 
6,944,900 (7,041,980); Philadelphia 4,797,200 (4,824,110); Detroit 4,444,700 (4,435,051); 
Boston 3,914,600 (3,848,593); San Francisco-Oakland 3,128,800 (3,107,335); Washington 
3,016,200 (2,910,111); Nassau-Suffolk, New York 2,622,000 (2,555,868); Dallas-Fort Worth 
2,552,800 (2,378,353). 

It isn’t only the very largest cities which have suffered substantial losses. Some of the 
smaller communities experienced even greater percentage losses. Among these: Dayton, 15.8 
percent loss from 1970 to 1975...St. Louis (15.6 percent)...Cleveland (14.9) 
..- Minneapolis (13.0)... Buffalo (12.0)... Atlanta (11.9). 


FYI * 


Syracuse University Geronts!ogy Center... Summer Residential Institute on Aging 
and Older People. .. Syracuse, August 1-12. Details: Dr. Hidde Van Duym, Continuing 
Education in Gerontology, 610 East Fayette Street, Syracuse, N.Y. 13202 (315/423-3291). 





‘Future of FHA’ Task Force Meets 


Secretary Harris has named the 23 members of the Task Force to consider the future 
role of FHA. They are serving with Dr. Robert C. Weaver, former Secretary of HUD, whose 
designation as Chairman had been announced earlier. The Task Force has already held its 
first meetings. 


The group’s meetings are for the purpose of reviewing and considering alternative 
roles for the FHA and to make recommendations to Secretary Harris for her consideration. 
The Secretary is expected to testify on the future role of FHA before the Senate Committee 
on Banking, Housing, and Urban Affairs next month. 


Named on the Task Force: 


Philip M. Brownstein, former FHA Commissioner, attorney, Washington, D.C.; Neal J. 
Hardy, former FHA Commissioner, executive director, Rehabilitation Mortgage Insurance 
Corporation, New York City; Ms. Marilyn Melkonian, attorney, New York City; Lawrence B. 
Simons, Assistant Secretary for Housing/Federal Housing Commissioner, HUD; Pazel Jackson, 
vice president, Bowery Savings Bank, New York City; Dr. Henry Schechter, director, 
Department of Urban Affairs, AFL-CIO, Washington, D.C.; Father Geno Baroni, Assistant 
Secretary for Neighborhoods, Voluntary Associations, and Consumer Protection, HUD; Ms. 
Marjorie Lawson, Lawson and Lawson, Washington, D.C.; Mel Mister, director, Urban 
Economic Policy and Financial Management Group, Washington, D.C.; Dr. Oliver H. Jones, 
executive director, Mortgage Bankers Association of America, Washington, D.C.; Joseph 
Burstein, counsellor to HUD’s Secretary; Ms. Margaret Seely, director, Task Force on Aging, 
U.S. Conference of Mayors, Washington, D.C.; Herschel V. Green, president, The Green 
Companies, Miami; Ronald P. Laurent, senior vice president, McElvain-Reynolds Company, 
Chicago; Ms. Sybil Phillips, director, Community Conservation Research, HUD; Ms. Margaret 
Thorpe, administrator, Division of Housing, Wisconsin Department of Local Affairs and 
Development; Dr. Bernardo Benes, vice chairman, Continental National Bank, Miami; Preston 
Martin, president, PMI Mortgage-Backed Securities, Government National Mortgage Associa- 
tion, HUD; George O. Hipps, Jr., acting director, Office of Loan Origination, HUD; Ms. 
Louise Lawson, president, //linois Service Federal Savings and Loan Association, Chicago; Ms. 
Mina Chisholm, vice president, Buffalo Savings Bank, N.Y. and Chairperson of the Subcom- 
mittee on Residential Lending of National Association of Mutual Savings Banks. 


“ 
New HUD Publications 


Local government officials looking for ways of stretching the tax dollar. . . and reducing 


the burden on the taxpayer. .. can get some timely how-to-do-it information from two guides 
sponsored by HUD. 


The guides were produced under contract with HUD’s Office of Policy Development 
and Research, which also awarded a grant to the Municipal Finance Officers Association 
(MFOA) for production, dissemination, sponsorship of workshops, and evaluation of the 
effectiveness of the guides. They may be purchased from the MFOA, 1313 East 60th Street, 
Chicago, Ill. 60637. 


Borrowing funds, handling bond money, using financial institutions, increasing 
earnings on investments, developing savings by careful discount procedures. ..these devices 
and more are explained in detail for local government money managers in both guides. The 
guides will also be of use to school districts, water and sewer districts, and other special 
taxing districts. 


Improving Cash Management in Local Government: A Comprehensive Approach, 
written by Frank M. Patitucci and Michael H. Lichtenstein. . . tells local government officials 
grappling with budgets of $5 million and up... how to evaluate cash management with the 
goal of increasing income. Price $6. 


Implementing Effective Cash Management in Local Government: A Practical Guide, 
by: Haskins and Sells Government Services Group was written to help smaller government 
units. . . especially those with operating budgets below $5 million. Price $10. 





Energy Standards Fair, Under Secretary Says 


President Carter’s energy program will achieve its conservation goals without, mate- 
rially changing America’s basic standard of living... Jay Janis, Under Secretary of HUD told 
the National Association of Home Builders. 


At the same time... the Under Secretary said the program calls for some sacrifices by 
all Americans, and he urged special-interest groups to resist the temptation to seek exemption 
from burdens which may be imposed on them. 


Addressing an NAHB seminar on energy conservation... for which HUD provided 
financial support...Mr. Janis said provisions of the National Energy Act should be 
considered not only on their own merits but also as parts of a complex whole designed to be 
fair to all groups and sectors of American society. 


Included in the President’s program are provisions covering tax credits to homeowners 
for approved energy conservation measures and a 10-percent tax credit for businesses 
investing in approved conservation measures, which would be available also to owners of 
apartment buildings. 


The Under Secretary said HUD uas recently published Regulations regarding Thermal 
Insulation Standards for new one- and two-family homes. 


The Regulations, he said, are designed to make HUD’s Minimum Property Standards 
more flexible and to allow alternative construction methods and materials, recognizing that 
standards of the American Society of Heating, Refrigerating and Air-conditioning Engineers 
(ASHRAE) have been used by several States as a framework in developing their own thermal 
standards. 


He also said constructing houses with built-in conservation methods should be an 
excellent sales tools for the industry, because they represent a hedge against inflation, ensure 
lower fuel bills and reassure potential buyers who still remember the rigors of last winter. 
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